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Chapter Ins 51
CAPITAL REQUIREMENTS FOR INSURERS

Subchapter| — Risk Based Capital Requiement for Insurers Ins 51.55 Confidentiality; prohibition on announcements, prohibition on use in
Ins 51.01 Definitions. ratemaking.

Ins 51.05 Risk based capital reports. Ins51.60 Supplemental provisions; exemptions.

Ins 51.15 Company action event. Ins 51.65 Foreign insurers.

Ins 51.20  Regulatory action level event. Subchapter Il — Permanent Capital, Compulsory Surplus and Security

Ins 51.30 Authorized control level event. Surplus

Ins 51.40 Mandatory control level. Ins 51.75 Applicability.

Ins 51.50 Hearings. Ins 51.80 Capital, compulsory and security surplus.

Subchapter! — Risk Based Capital Requiement for  tion by the commissioneo the insurer that the commissioner has,

Insurers aftera hearing, rejected the insugechallenge.
(5) “Company action level risk basedapital” means, with
Ins 51.01 Definitions. In this subchapter: respecto any insurerthe product of 2.0 and its authorized control

(1) “Adjusted risk based capital report” means a risk basd@vel risk based capital.
capital report which has been adjusted by the commissioner in(6) “Correctiveorder” means an order issued by the coramis

accordancavith s. Ins 51.05 (6). sionerspecifying corrective actions which the commissioner has
(2) “Authorized control level eventimeans any of the follow determinedare required.
ing events: (7) “Domesticinsurer” meansn insurer @anized under the

(a) The filing of a risk based capital reportthy insurer which laws of this state.
indicatesthatthe insure's total adjusted capital is greater than or (8) “Foreign insurer” means any insurer which is licensed to
equalto its mandatory control level risk based capital but less thdo business in this state that is not a domestic insurer

its authorized control level risk based capital. (8m) “Health maintenance ganization insurer’ has the
(b) The notification by the commissioner to the insurer of aneaninggiven in s. 600.03 (23c), Stats.
adjustedrisk based capital report that indicates the event in par (g “|nsurer” means

Eg),gr::ﬁérés;usrelrndsogioég hallenge the adjusted risk based capital (&) Aninsurer as defined under s. 600.03 (27), Stats., except,

P ) L . . unlessotherwise required by th@mmissioner under pab), it

(c) If, under s. Ins 51.50, the insurer challenges an adjusted i -
basedcapital report that indicates the event in e, notification snotinclude any of the following:
by the commissioner to the insurer that the commissioner has, = A fown mutual insurer ganized under ch. 612, Stats.
aftera hearing, rejected the insueechallenge. 2. An insurer governed by ch. 615 or 616, Stats.

(d) The failure of the insurer to respond, in a manner satisfac 3. A fraternal insurer
tory to the commissiongto a corrective ordeif the insurer has 4. A service insurance corporation as defined under s. 600.03
not challenged the corrective order under s. Ins 51.50. (41m), Stats., but only until the date @rhich the commissioner

(e) If the insurer has challenged a corrective order under s. [Agkesa determination that risk based capital reporting famaks
51.50and the commissioner has, after a hearing, rejected the Cmtructlonsfor service insurance corporations have been devel
lengeor modified the corrective ordehe failure of the insurer to opedand adopted by the NAIC.

respondjn a manner satisfactory to the commissiptethecor 5. An insurance plan administered by th&oefor a board
rectiveorder subsequent to rejection or modificatigrthe com  attachedo the ofice or a plan established under ch. 619, Stats.
missioner. 6. Monoline mortgage guaranty insurers, financial guaranty

(3) “Authorized control level risk based capital” means thénsurers and title insurers.
number determined under the risk-based capital formula in (h) One or more persons otherwise excefitech the defini
accordancanith the risk based capital instructions. tion of insurer under pafa) if the commissioner finds that com

(4) “Companyaction level eventineans any of the following pliancewith this subchapter will improve ttefficiency and efec-
events: tivenesof the ofice’s solvency monitoring and tlkemmissioner

(a) The filing of a risk based capital report by an insurer whi¢equiresthe person taomply as an insurer under this subchapter
indicatesone of the following: (10) “Life or health insurer” means any insurer licensed to

1. The insuress total adjusted capital is greater than or equalrite life, annuity or health insurance or 2 or more of those lines,
to its regulatory action level risk based capital but less than @isa licensed property ar@hsualty insurer writing only accident
companyaction level risk based capital. andhealth insurance. A “life or health insurer” does not include

2. If alife or health insurethe insurer has total adjusteapi @ health maintenanceganization insurer as defined iné€0.03
tal which is greater than or equal to its company action level rié&3¢), Stats., or an insurer writing only limited service healtfaor
basedcapital but less than the product of its authorizedtrol Nizationbusiness as defined in s. 609.01 (3), Stats.
level risk based capital and 2.5 and has a negative trend. (_11) “Mandatory control level event” means any of tfa-

(b) The notification by the commissioner to the insurer of dAWing events:
adjustedrisk based capital report that indicates an event ir(@ar (a) The filing of a risk based capital report which indicates that
if the insurer does not challenge the adjusted risk bzegaithl theinsurefs total adjusted capital is less than its mandatory con
reportunder s. Ins 51.50. trol level risk based capital.

(c) If, under s. Ins 51.50, ansurer challenges an adjusted risk (b) Notification by the commissioner to the insurer of an
basedcapital reporthat indicates the event in péa), the notifica adjustedrisk based capital report that indicates the event in par
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(a), if the insurer doenot challenge the adjusted risk based capital (18) “Revisedrisk based capital plan” means a risk based cap
reportunder s. Ins 51.50. ital planprepared by an insurer with or without the commission
(c) If, pursuant to s. Ins 51.50, the insurer challenges §hSrecommendation after the original plamejected by the com

adjustedrisk based capital report that indicates the event in pgHSSIOner.

(a), notification by the commissioner to the insurer that the-com (19) “Risk based capital instructions” means the risk based

missionerhas, after a hearing, rejected the inssrehallenge.  capitalreport including risk based capital _instructions_ adop_ted by
(12) “*Mandatory control level risk based capital” means thdh€NAIC, as of September 1, 1996, and, if approved in writing by

productof .70 and the authorizemntrol level risk based capital. '€ commissionethe risk based capital report andtructionsas
13) “NAIC” th ti | iation in& amendedyy the NAIC from time to time in accordance with the
con(nm)issioners means the national association infurance proceduresdopted by the NAIC.

. . Y ) ) (20) “Risk based capitdevel” means an insurer company
(14) “Negativetrend” means, with respect to a lifefwalth  5ctionlevel risk based capital, regulatory action level risk based

insurer,trend over a period of time which is negative, as detefayita| authorized control level risk based capital, or mandatory
minedin accordance with the trend test calculation included in tgntrol level risk based capital.
risk bas?d capital instructions. . ., . (21) “Risk based capital plan” means a comprehensive finan
_ (15) “Property and casualty insurer’” means amysurer cia| plan containing the elements specified in s. Ins 50.15 (1).
licensedto sell property or casualty insurance. (22) “Risk based capital report’ meatise report required
_ (16) “Regulatoryactionlevel event” means any of the follew ynders. Ins 51.05.
ing events: (23) “Total adjusted capital” means the sum of all of the fol
(a) The filing of a risk based capital report by an insurer whidbwing:
indicatesthatthe insure's total adjusted capital is greater than or (a) An insureis statutory capital and surplus.
equalto its authorized control level risk based capital buttieess (b) Such other items, if angis the risk based capital instruc
its regulatory action level risk based capital. tions may provide. !
(b) The notification by the commissioner to an insurer of anHistory: ‘Cr. RegisterDecember1996, No. 492, &1-1-97; cr (8m), t (9) (a)
adjusted risk based capital report that indicates the aveair 1-v12-v#62gr1n_-g(g) (a) 3.0 8. to be (9) (a) 1. to 6., am. (10), Redkgr 1999, No.
(a), if the insurer doerot challenge the adjusted risk based capita et ‘

reportunder s. Ins 51.50. . Ins 51.05 Risk based capital reports. (1) Every
(c) If, pursuant to s. Ins 51.50, the insurer challenges @@mesticinsurer shall, on or prior to each March 1, prefare
adjustedrisk based capital report that indicates the event in pgubmita report of its risk based capital levels as of the end of the
(a), the notification by the commissioner to the insurer that thealendar year just ended, in a form and containing such informa
commissionerhas, after a hearing, rejectéite insurels chat  tion as is required by the risk based capital instructions. For the
lenge. purposeof this section filing of a risk based capital report with the
(d) The failure of the insurer to file a risk based capital repdHAIC constitutes filing with the commissionerA domestic
by the March 1, unless the insurer has provided an explariationinsurershall file its risk basedapital report with all of the follow
suchfailure whichis satisfactory to the commissioner and ha§g:

curedthe failure within ten days after March 1. (a) The NAIC in accordance with the risk based capital instruc
(e) The failure of the insurer to submit a risk based caplital  tIONS.

to the commissioner within the time period set forth in s5In%5 (b) The insurance commissioner in any state in which the

2). insureris authorized to do business, if the insurance commissioner
(f) Notification by the commissioner to the insureatbbf the hasnotified the insurer of its request in writing, in which case the

following: insurershall file itsrisk based capital report not later than the later

1. The risk based capital plan or revised risk based capital pfgr:w

mi he insurers, in the judgment of th mmissioner - )
Eﬂgatitst%%%rty.e surefs, in the judgment of the co sslone capitalreport with that state.

2. Such notification constitutes a regulatory action leveht 2. March 1.

with respect to the insuresrovided the insurer has not challenged (19) Therisk based capital of health maintenancgaoiza-
the determination under s. Ins 51.50. tion insurers and of insurers writing onliynited service health

It under s. Ins 5150 the insurer challenaes a detem“organizatiorbusiness shall be determined in accordancethith
(@ If, : o 9 ¥ymula set forth in the risk based capital instructions. The for

tlonm% tk:enc?tmrtnk:ssilgne: l:r;ﬁetr t‘;ff') thrﬁrgiomi'cﬁt'ro?] by thf? rmula shall take into account, amday adjust for the covariance
co ssionetto the insurer that the commissioner has, after, g caraach of the following:

hearing,rejected such challenge. (a) Asset risk.

(h) Notification by the commissioner to the insurer that the b) Credit risk
insurerhas failed to adhere to its risk based capith or revised (b) Credi sk
risk based capital plan, but only if such failure has a substantial(C) Underwriting risk.
adverseeffect on the ability of the insurer to eliminate the eom (d) All other business risks and such other relevant risks as are
pany action level event in accordance with its risk based cap#gtforth in the risk based capital instructions.
planor revised risk based capital plan and the commissioner haq1r) Therisks identified under sub. (1g) sha# provided for
so stated in the notification, provided the insubars not chal asdetermined in each case by applying the factors in the manner
lengedthe determination under s. Ins 51.50. setforth in the risk based capital instructions.

(i) If, under s. Ins 51.50, the insurer challenges a determination(2) A life or healthinsurefs risk based capital shall be deter
by the commissioner under pdh), the notification by the com minedin accordance with the formula set forth in the risk based
missionerto the insurer that the commissioner has, after a heariggpitalinstructions. The formula shall take irtocount, and may
rejectedthe challenge. adjustfor the covariance between each of the following:

(17) “Regulatoryaction leverisk based capital” means, with (&) The risk with respect to the insuesassets.

respecto any insurerthe product of 1.5 and its authorized control (b) The risk of adverse insurance experience with respect to the
level risk based capital. insurer’sliabilities and obligations.

1. Fifteen days from the receipt of notice to file its risk based
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(c) The interest rate risk with respect to the insarbusiness. (3) Within 60 days after the submission by an insurer of a risk

(d) All other business risks and such other relevant risks as Basedcapital plan to the commissioné¢ne commissioner shall
setforth in the risk based capital instructions. notify the insurer whether the risk based capital plan shall be

(3) Therisks identified under sub. (2) shall be provided for é’gplementecbr is, in the judgment of the commissionansatis

: ; - . ctory. If the commissioner determines the risk based capital
determined in each case by applying the fagtotise manner set planis unsatisfactorythe notification to the insurer shall set forth

forth in the risk based capital |n§tructlohs. . thereasons for the determination, aney set forth proposed revi
(4) A property and casualty insurerisk based capital shall gijonsyhich will render the risk based capipgén satisfactoryin

be determined iraccordance with the formula set forth in the ”s?hejudgment of the commissionetpon notification from the

basedcapitalinstructions. The formula shall take into accounfyommissionerthe insurer shall prepare a revised risk based capi

andmay adjust for the covariance between each of the followingy plan, which may incorporate by reference any revisions pro

(a) Asset risk. posedby the commissiongrmnd shall submit the revised risk

(b) Credit risk. basedcapital plan to the commissioner:

(c) Underwriting risk. ~(a) Within 45 days after the notification from the commis

(d) All other business risks and such other relevant risks as af@er.or o .
setforth in the risk based capital instructions. (b) If the insurer challenges the notification from the coramis

(5) Therisks identified under sub. (4) shall be provided for g§oner under s. Ins 51.50, within 45 days aftsotification to the
determined in each case by applying the fadtotise manner set 'nsurerthat thecommissioner has, after a hearing, rejected the
forth in the risk based capital instructions. insurer'schallenge. . ' '

Note: An excess of capital over the amount produced by the risk bagitdl (4) If the commissioner notifies an insurer that the in&irer
necn i subthapier sediraple in the busiees of nsurance. Accordiminr. ok Dased capital plan or revised risk based capital plamsits
ersshould seek tmaintain capital above the risk based capital levels required by tq@ctpry,the Cc?mm'ss'c?”er may at t_he commlssmmdrscrethn,
subchapterAdditional capital is used and useful in the insurance busineseetprd  SUbjectto the insures right to a hearing under s. Ins 51 §@ecify

to secure an insurer against various riskeerent in, or décting, the business of jn the notification that the notification constitutes a regulatory
insuranceand not accounted for or only partially measured by the risk-based Cap%tion level event
requirementgontained in this chapter )

(6) If a domestic insurer files a risk based capital report which (5) Everydomestic insurer that files a risk based capital plan
in the judgment of the commissioner is inaccurate, then the coph revisedrisk based capital plan with the commissioner shall file
missionershall adjust the risk based capital report to correct tRegOPY Of therisk based capital plan or revised risk based capital
inaccuracyand shall notify the insurer of the adjustmeifhe P'an with the insurance comm_lssmn_e.r in any state in which the
noticeshall contain a statement of the reason fomtfjestment. inSureris authorized to dq busmess' i: o _

History: Cr. RegisterDecember1996, No. 492, &f1-1-97;cr. (1g) and (1r), (a) Such state has a risk basaghital provision substantially
RegisterMay, 1999, No. 521, &f6-1-99. similar to s. Ins 51.50 (1)’ and

. b) The insurance commissioner of that state has notified the
Ins 51.15 Company action event. (1) If a company (b) sy Seloner S S notm

: - ° insurer of its request for the filing in writing.
actionlevel event occurs, the insurer shall pregareé submit to q 9 g

- = - - f . (6) If an insurer is required fde a risk based capital plan or
gﬁﬁgrpornc')s\;;gg:er arisk based capital plan which shall include ‘%lvisedrisk based capital plan under sub. (5) in a state it shall file

e - . . acopy of therisk based capital plan or revised risk based capital
(2) Identification of the conditions which contribute to thgyanin that state no later than the later of the following:
companyaction level event.

. . . . . (a) Fifteen days after theeceipt of notice to file a copy of its
(b) Proposals of corrective actions which the insurer mtenggk based capital plan or revised risk based capital plan with the

to take and would be expected to result in the elimination of tigye

companygcthn level ever] L ' . . (b) The date on which the risk based capital plan or revised risk
(c) Projections of the insurarfinancial results in the current basedcapital plan is filed under s. Ins 51.15 (2) or (3).

yearand at least the four succeeding years, both in the abisence yisory: 1. RegisterDecember1996, No. 492, &11-1-97.

proposectorrective actions and givingfe€t to the proposed cor

rective actions, including projections of statutory operating |ns 51.20 Regulatory action level event. (1) If a regu

income,net income, capital or surplus or both. The projections fRiiory action level event occurs with respect to an insurer the com

both newand renewal business shall include separate projectiQigsionershall:

for each major line of business and separately identify each-signif . : o .

. . . ; . a) Require the insurer to prepare and submit a risk based capi

icantincome, expense and benefit component, if appropriate. ., (pI¢)31n orqif applicable, a revFi)sch)i risk based capital plan; P

,(d) Identification of the key assumptions impacting the insur (b) Perform such examination or analysis as the commissioner
gg:u%o&cr:g)ns andhe sensitivity of the projections to thedeemsnecessary of the assets, liabilities and operations of the
P " . ) _insurerincluding a review of its risk based capital plan or revised
(e) Discussion of the quality of, and problems associated witfisk based capital plan; and

theinsurets business, includinigut not limited to its assets, antic _(c) Subsequent to the examination or analysis, issue an order

ipatedbusiness growth and associated surplus strain, extraoidio i ing'such corrective actions as the commissioner shall
nary exposure to risk, mix of business and use of reinsuranceyif . mineare required

any,in each case. L . . o
(f Such other information as is requested by the commi (2) In determining corrective actions, the commissioner may
. y Fkeinto account sucfactors as are deemed relevant with respect
Sloner. ) ) ) ) . tothe insurer based upon the commissitexamination or anal
(2) The risk based capital plan required under this sectigfjs of the assets, liabilities and operations of the insinelud
shallbe submitted: ing, but notlimited to, the results of any sensitivity tests uader
(a) Within 45 days of the company action level event; or takenpursuant to the risk based capital instructions. The insurer
(b) If the insurer challenges an adjusted risk based capig&iallsubmit a risk based capital plan or revised risk based capital
reportunder s. Ins 51.50, within 45 days after notificatioth® Plan:
insurerthat thecommissioner has, after a hearing, rejected the (a) Within 45 days after the occurrence of the regulatory action
insurer’schallenge. level event;
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(b) If the insurer challenges an adjusted risk based capititerminationor action by the commissioner under this -sub
reportunder s. Ins 50.50 and the challemgaot frivolous in the chapterupon any of the following:
judgmentof the commissionewithin 45 days after the notifiea  (a) Notification to an insurer by theommissioner of an
tion to the insurer that the commissioner has, after a heariagjustedrisk based capital report.
rejectedthe insure's challenge; or . . (b) Notification to an insurer by the commissioner of all of the
(c) If the insurer challenges a revised risk based capital pgllowing:

pursuant to s. Ins 51.50 and the challenge is not frivolous in the 1 The insures risk based capital plan or revised risk based
judgmentof the commissionewithin 45 days after the notifiea capitalplan is unsatisfactory

tion tto é&e insurer thﬁt ”the commissioner has, after a hearing, , - g,ch notification constitutes a regulatory action leveht
reje?(): eTh e |n5urgr5 C allenge. (i wari di ) wtith respect to such insurer
exée)rtsan% %?&Té:sosr:gsﬁer\nrpsagsrr%:;/nbgcngggs'?:ak?;ju(ljlzgvn?(senrpe-n (c) Notification to any insurer by theommissioner that the
of the commissionep review the insurés risk based capital plan insurerhas failed to adhere to its risk based capitat or revised
or revised risk based capital plan, examine or analyz% thg as Ik baseﬂg caplta:] plag_l_andfthhat -SUCh fa|lur¢|3_ h_as a shubstantlal
R : - X rseeffect on the ability of the insurer to eliminate the eom
Ic;?ggIrt\l/si?harr]gsoE:?:;atthJOtnhseoiLtshlig:'?ﬁée{e?ansd g;?:':;%aeiogﬁgte' @nyaction level event with respect to the insurer in accordance
relating to cor?sultants shall be borne by’ tHeaéd insurgr or ith its risk based capitglan or revised risk based capital plan.
suchother party as directed by the commissioner (d) Notification to an insurer bthe commissioner of a correc
History: Cr. Registey December1998, No. 492, &/1-1-97. tive order with respect to the insurer under this subchapter
(2) Theprocedures establishedder ss. 601.62, 601.63, and
Ins 51.30 Authorized control level event. If anauthe 645.21,Stats., apply to aorder determination or hearing under
rized control level event occurs with respect to an insuter this chapter
commissioneshall: ~ (3) This section does not apply to an actionthe commis
(1) Takesuch actions as are required undémns51.20 regard Sionerbasecon ch. 645, Stats., subch. Il or any other provision
ing an insurer with respect to which a regulatory action level evédftthe statutes or rules other than this subchapierinsurels
hasoccurred:; or rlggt tot ?hhearlntg, if anyis solely governed by those provisions
(2) If the commissioner deems it to inethe best interests of 21 NOt tIS Section. L
the policyholders and creditorsf the insurer and of the public, Tsto: Cr RegisterDecemberl996, No. 462, €/1-1-97.
takesuch actions as are necessary to cause the insurer to be plac@gs 51.55 Confidentiality; prohibition on  announce -
underregulatory control undeh. 645, Stats. If the commissioneiments, prohibition on use in ratemaking. (1) Except as
takessuch actions, the authorized control leeeknt shall be permittedunder sub. (2) the commissioner shall keep all of the fol
deemedsuficient grounds for the commissioner to tedetion  |owing information confidential and it may not be subject to-sub
underch. 645, Stats., and the commissioner shall have the righfgena:
powersand duties with respetd the insurer as are set forth in ch. (a) Risk based capitaports, to the extent the information is

645, Stats. ) notrequired to be set forth in a publicly available annual statement
History: Cr. RegisterDecember1996, No. 492, &f1-1-97.

schedule.
Ins 51.40 Mandatory control level.  If there is amanda __(P) Riskbased capitall p!ansf, including the rfesultsdor r%porthqf
tory control level event: any examination or analysis of an insurer performed under this

chapter.

(1) With respect to dfe or health insuretthe commissioner &) Any corrective order issued by the commissioner pursuant

shalltake such actions as are necessary to place the insurer upd Y - > g
regulatorycontrol under ch. 645, Stats. The mandatory contr§] €x@mination or analysis, with respect to any domestic insurer
level event shall be deemed faient grounds for theommis ~ ©' foreign insurerwhich is issued under s. 645.21, Stats.
sionerto take action under ch. 645, Stats., and the commissionef2) The information described under sub. (1)insormation
shallhave the rights, powers and dutieith respect to the insurer that is obtained by the commissioner under ss. 60126®
asare set forth in ch. 645, Stats. Notwithstanding any of the fo#45.24,Stats., and shall be retained as confidential under those
going, the commissioner may forego action for up to ninety dayatutes. This information is not subject to subpoeride com
afterthe mandatory control level event if the commissidimets ~ Missionermay disclosehe information only for the purpose of
there is a reasonable expectation thantaadatory control level enforcemengctions taken by the commissioner under chs. 600 to
eventmay be eliminated within the 90 day period. 655, Stats. _ _ N
(2) With respect to a property and casualty insttrex com (3) (a) Except as otherwise requiredderthe provisions of
missionershall take such actions as are necessary to place #}g chapterno insureragent, broker or other person engaged in
insurerunder regulatory control under ch. 645, Stats.jrothe @nymanner in the insurance business make, publish, dissemi
caseof an insurer which is writing no business and which is ruffate circulate or place befotle public, or cause, directly or indi
ning—off its existingbusiness, may allow the insurer to continu€ectly to be made, published, disseminated, circulated or placed
its run—of under the supervision of the commissiorareither Peforethe public, in a newspapenagazineor other publication,
event, the mandatory contrigivel event shall be deemed guf OF in the form of a notice, circulapamphlet, letter or posteor
cientgrounds for the commissioner to take action under ch. 642y€ranyradio or television station, or in any other way adver
Stats.,and the commissioner shall have the rights, powers af{g£ment,announcement or statement containing an assertion,
dutieswith respect to the insurer as are set forth in ch. 645, Std@Presentatioror statement with regard to thisk based capital
Notwithstandingany of the foregoing, the commissioner maﬂ‘?ve|50f, any insureror of any component derived in the caleula
foregoaction for up t0 days after the mandatory control levelion of risk based capital levels. Any suepresentation is mis
eventif the commissioner finds thereasreasonable expectationl€ading.
thatthe mandatory control level event miag eliminated within (b) If any materially false statement with respect to the-com
the 90 day period. parisonregarding an insurky total adjusted capital to itisk
History: Cr. RegisterDecember1996, No. 492, &f1-1-97. basedcapital levelsor an inappropriate comparison of any other
amountto an insurées risk based capital levels is publisheeiy
Ins 51.50 Hearings. (1) Aninsurer shall have the right to written publicationand the insurer is able to demonstrate to the
a hearing, on a recorét which the insurer may challenge anycommissionewith substantial proof the falsityf such statement,
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or the inappropriatenesas the case may be, then the insurer maigk based capital plan that is filed with the insurance commis
publishan announcement awritten publication if the sole pur sionerof any other state.
poseof the announcement is to rebut the materially false-state (3) If a company action level event, regulatory action level
ment. eventor authorized contrdevel event with respect to any foreign
(4) Thecommissioner shall principally usisk based capital insureras determined under the risk based capital statute or rule
instructions risk based capital reports, adjusted risk based capiggdplicablein the state of domicile of the insurer ibno risk based
reports,risk based capital plans and revised risk basggital capitalstatute is in force in that stateder the provisions of this
plansas one method for monitoring the solvency of insurers asdbchapterif the insurance commissioner of the state of domicile
to assist in determining the need for correcticdon with respect of theforeign insurer fails to require the foreign insurer to file a
to insurers. The commissioner may not use these instructiongsk based capital plan in the manner specified under thatsstate’
reportsor plans for ratemaking nor as evidence in any rate pmisk based capital statute, 6f no risk based capital statute is in
ceedingnor used by the commissioner to calculate or derive afgrce in that state, under s. Ins 51.15, the commissiomay
elementsf an appropriate premium level or rate of return for amgquirethe foreign insurer to file a risk based capital plan tith
line of insurance which aimsurer or any difiate is authorized to commissioner.In such event, the failuxef the foreign insurer to
write. The commissioner finds that the comparison of an irisurefile a risk based capital plawith the commissioner shall be
total adjusted capitab any of its risk based capital levels is a regigroundsto order the insurer to cease and desist from writéwy
latory tool whichmay indicate the need for possible correctivénsurancebusiness in this state.
actionwith respect to the insureand is not intended as a means (4) If a mandatory contrdével event with respect to any for

to rank insurers generally eigninsurer occurs, if no domiciliary receiver has been appointed
History: Cr. RegisterDecember1996, No. 492, €f1-1-97. with respect to the foreign insurer under the rehabilitatiorlignhd

uidationstatute applicable in the state of domicile of the foreign

Ins 51.60 Supplemental provisions; exemptions. insurer,the commissioner may make application to the circuit

(1) The provisions of this subchapter are supplementary courtpermitted under the cB45, Stats. with respect to the ligui

otherprovisions of the laws or rules of this state, and do net prgationof property of foreign insurers found in this state, and the

clude or limit any other powers or duties of the commissionasccurrence of thenandatory control level event shall be consid

underthese laws or rules or procedures for applying those lavesed adequate grounds for the application.

including, but not limited to, chs. 620, 623, and 645, Stats. andHistory: Cr. RegisterDecember1996, No. 492, &1-1-97.

subch.ll. An insurer which is in violation of subch. Il is in firan o )

cially hazardous conditioand may be subject to any of the-prol_'{‘_sg‘r;%r_'7Fg’e£§grﬁ§;"l3’95'§f‘§g:Sgrl-'Fé?g'_sl‘%g?cemberlg%' No. 492, &f

ceedinggrovided under ch. 645tats., regardless of whether the

insureris in compliance with this subchapter or a proceeding is

_reques'fec_lbr pending under this subchapter and regardless of th%ubchapterll — Permanent Capital, Compulsory

insurer’srisk based capital level. Nothing in this subchapter Surplus and Security Surplus

vents the commissioner from taking, or limits ghehority of the P y P

commissioneto take, action under any of those provisions when o ) ) )

actionis not permitted or required under this subchapter Ins 51.75  Applicability. ~ This subchapteapplies to insur
(2) The commissioner may exempt from the applicatan erson, before and after January 1, 1997 except s. Ins 51.80 applies

: : : ervice insurance corporatiomganized under ch. 613, Stats.,
ggrsnsplfitég;ﬁ%g”agfytﬁg r%?%ﬁiﬁégperty and casualty insurer Wh!)n y after December 31, 1996, and first requires filing of reports
. . : s o or plans by a service insurance corporation for year end calendar
(a) The insurer writes direct business only in this state. year1996 or for after that date.
(b) The insurer writes direct annual premiums of $10,000,000History: Cr. RegisterDecember1996, No. 492, &f1-1-97.
or less.

(c) The insurer assumes no reinsurance in excess of five perins 51.80 Capital, compulsory and security ~ surplus.

cent of direct premium written. (1) Purposkt. This section implements and interprets ss. 600.03
(3) The commissioner may exempt from the applicatan (45),618.21 (1) (a), 62311and 623.12, Stats., for the purpoe
this subchapter: establishingthe amount of capital and compulsory surplus an

insureris required to maintain to provide reasonabdeurity
againstcontingencies écting its financial position that are not
directbusiness in this state and assumereirsurance in excess fully covered by reserves or by reinsurance, and the amount of
of 5% of direct premium securitysurplus that an insurer should maintain in order to provide
T . e . anample magin of safety and clearly assure a sound operation.

organizatonbusiness covering lese than 2,000 lves that witgs, (2 SCOPE. This section applies o al lines of insurance except
onc“ll direct business in this st%te and assumes No reiNSUrancRoy —o o 'co and mortgage guarantee insurance as defined in s.
excyessof 5% of direet premium wiitten ¥6.75 (2) (h) and (i), and to each insurer subjess1$23.1 and

History: Cr. RegisterDecEmberlQ% No 492. &f1-1-97; cr (3), Register 645'4]-" Stats., exc_ept insurers licensed ur_]de_r chs. 612, 615 or 616’
May, 1999, No. 521, &f6—1-99. e ' ' Stats. insurers subject to s. Ins 9.04 and life insurers domiciled in
foreign countries.

Ins 51.65 Foreign insurers. (1) Any foreign insurer ~ (3) CoMPULSORYsURPLUS. Except for the adjustments the
shall,upon the written request of the commissipsabmit to the Circumstancesf individual insurers provided in s. 623.01) (b),
commissionea risk based capital report as of the end of thecaleptats.,and sub. (6), the amount of compulsory surplus of an
daryear just ended by the later of the following: insurershall be the greater of:

(a) The date a risk based capital report would be required to be(@) The sum of:
filed by a domestic insurer under this chapter 1. 15% of premiums for individual life and disability insur

(b) Fifteen days after the request is received by the foreigAC€;
insurer. 2. 10% of premiums for group life and disability insurance;

(2) Any foreigninsurer shall, at the written request of the com 3. The greater of 2% of reserves 6% of premiumsor
missioner,promptly submit to theommissioner a copy of any annuitiesand deposit administration funds;

(@) Any domestic health maintenanceganization insurer
writing $2,000,000 or less direct annual premium that watdsg
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4. 20% of premiumsor all other covered lines of insurance; (8) COMBINING INSURERS. The commissionenay require the
or combinationof 2 or more insurers for application of this section

(b) $2 million for an insurer first authorized do business in OF May permit such combination upon request by such insurers.
Wisconsinon or after January, 1982, or the amount required by (9) REPORTING. Every insurer to whiclthis section applies

statuteor administrative order before that date for other insure@allcompute its compulsory surplus and security surplus, as of

. . he precedingddecember 31, and include a copy of such computa
(4) SECURITY SURPLUS. The security surplus of an insurer Shal[ion as apart of its annual statement filed with the commissioner

bethe compulsory surplus plus: _ _ unders. 601.42, Stats., and s. Ins 7.02.
(a) 40% of compulsory surplus for insurers restricted under s. (10) Existing orpers. This section shall natffect orders of
620.04,Stats. the commissioner requiring a &fent level of surplus existing on

(b) 40% of compulsory surplus for other insurers with- preAugust1, 1982.
miumsof $10million or less reduced by 1% of compulsory-sur  (11) DATE oF FIRSTREPORT. The first report required by sub.
plusfor each $33 million of additional premiums in excess of $1@®) shall be computed as of December 31, 1982 and filed with the

million, but not less than 10% of compulsory surplus. insurer'sannual statement due March 1, 1983.
Note: Compulsory surplus is the amountsofrplus that an insurer is required to
. (5) SEPARATE DETERMINATION. CompUIsory surplus and secu havein order r’?ot to )l;e fir?ancially hazardous u’r)1der S. 645.41 (4), Stats(].‘ An insurer
rity surplus are computed separately and are not added togetkigtcomply with investment restrictions and permitted classes of investments in
for purposes of determining compliance with this rule. meetingrequired reserves and compulsory and security surplus. Security surplus is
i not required beyond its use as a standard in investment regulation.
(6) Premiums. For purposes of subs. (3) and (4), premiums arerhe rule is not intended to determine the optimum level of surplus an insurer

grosspremiums and other considerations received for insura uldhave. That level should be decidedtby oficials of each insurer to reflect
theindividual circumstances and goals of theurer The rule is intended instead to

andannuities in the 12-m0nﬂ’9fi0_d ending on Or_ not more _thanestablisl"a basic minimum level with which most insurers can easily camply
60 days before the date as of which the calculaganade with  Thecommissioner may see fit to require a higher levsLiglus, or permit a lower
the following deductions and exclusions: level, based on special circumstances. .
. . . For example, a specific order might establish a higher surpusirement for a
(a) Exclude annual and initial reinsurance premiums for cosmallinsurer writing primarily suretpusiness or a lower requirement for certain

i i i ; kinds of annuity business or for contracts providing benefits payable in variable dol
tractsof modified coinsurance and premium deposns. lar amounts within the meaning of s1645, Stats., and s. Ins 2.13. Other contingen

(b) Deduct return premiums; premiums ceded to authorizeids.factors and variables which may be considered are set forth in s1,63tts.

; f i Sincethe rule does not apply to some lines of insurance and certain types-of insur
reinsurersother than premiums of contracts of modifensur ers,other requirements may be necessary for thosganies. This might entail sep

ance;and retrospective premium refunds and dividends @aid araterulesor specific orders. Howevehe proposed rule will apply to a high pereent
creditedto policyholders. ageof the insurance business written ins@nsin.
. . Thetreatment of reinsurance premiums inrthie may not be cleain the case of
(7) INDIVIDUAL CIRCUMSTANCES. In the evenbdf special ci¥  all reinsurance other than modifiedinsurance, it is intended that premiums on
indivi i ] directbusiness be initially included by the originating company usaler (6) (intro.)
cums.tanceSJf an individualinsurer the commissioner may by andthat reinsurancpremiums ceded to a reinsurer be deducted under sub. (6) (b).
order: The reinsurance premiums ceded would be included as premiums of the reinsurer
B ; : : ndersub. (6) (intro.). In the case of modified coinsurance, the direct premiums are
(a) AdJUSt ,the factors in th',s section to calculate the CompL”chudedby the originating company under sub. (6) (intro.) and the reinsurance pre
sory or security surplus aa higher or lower amount than themiumsare excluded for purposes of the rule by both the originating company and the
; . reinsurer.
amountdetermmed L_”_]der sub. (3) or (4)’. . Note: Copies of forms OCI 22-008 and OCI 22-009, for use under sumg9),
(b) Establish additional factors in relation to any relevant vatieobtained from the dite of the Commissioner of Insurance)FBox 7873, Madi
i ini i n,WI 53707-7873.
ablesin d.etermlr:llng the amount of compulsory surplus l’equ"‘éeHistory: Cr. RegisterJuly 1982, No. 319, &f8-1-82; am (1) and (7), Register
for such insurer; and January1989, No. 397, &2-1-89; reprinted to correct error in (3) (a)Register
; e f R arch,1989, No. 399; am. (9), Registdanuary1992, No. 433¢f. 2-1-92 renum.
(C) ReqUIre minimum capltal in an amount of less than $2 m‘:rlom Ins 14.02, RegisteDecemberl996, No. 492, &f1-1-97;am. (2),Register

lion. February, 2000, No. 530, eff. 3-1-00.
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